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Order entered: 2/26/2009

ORDER RE HEATING AND PROCESS-FUEL EFFICIENCY PROGRAM

I.  INTRODUCTION

Pursuant to 30 V.S.A. § 235, the Vermont Department of Public Service ("Department")

is required to develop a heating and process fuel efficiency program.  Under the same statute, the

Public Service Board ("Board") must determine whether the programs, measures, and

compensation mechanisms selected by the Department promote the public good.  In this Order,

we determine that the programs proposed by the Department for the one-year period promote the

public good, with the requirement that the Department file, by August 14, 2009, a proposed RFP

that addresses all of the goals of Section 235 for future years.  The Department may begin

implementing the programs, however, we direct the Department to file additional information

regarding measures and compensation mechanisms for our review and approval.

II.  BACKGROUND

In October 2008, the Department issued a Request for Proposals ("RFP") for its all-fuels

efficiency services pursuant to 30 V.S.A. § 235(a).  The work to be performed would be funded

from Regional Greenhouse Gas Initiative ("RGGI") auction revenues. 

On November 5, 2008, the Vermont Public Interest Research Group ("VPIRG") filed a

letter contending that the RFP fails to meet the requirements of Section 235(d).  After receiving
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additional written filings on this issue, including a request from the Department for oversight and

guidance in reviewing the RFP, the Board held a workshop, on December 31, 2008, to discuss

the concerns regarding the RFP.

At the December 31 workshop, it was decided that participants could file additional

comments regarding whether the Department's RFP satisfies the requirements of Section 235,

and any recommendations for Board action.  On January 23, 2009, the Board issued a

memorandum providing guidance on the Department's all-fuels efficiency RFP.

On January 28, 2009, the Department filed a petition, pursuant to 30 V.S.A. § 235, for the

review of "the provider and its programs, measures and compensation mechanisms as selected by

the Department for the All Fuels Efficiency Program to determine whether they promote the

public good."  The Department's petition chose as its fuel-efficiency provider the Vermont Fuel

Efficiency Partnership ("VFEP"), based on the proposal submitted by the Central Vermont

Community Action Council, Inc. ("CVCAC"). 

The Department is proposing that VFEP extend the range of weatherization services to

households earning 60-80% of median income to allow for achievement of deeper energy savings

in such households.  In addition, a smaller amount of funds would be used to serve households

falling in the 80-100% median income range.  Funding would also be used to support education

and outreach initiatives, as well as to provide energy efficiency related services, to small

businesses and family farms that are high energy users.  Finally, the Department proposes that

funds be used to support educational activities for contractors and homeowners.

On February 4, 2009, the Board held a prehearing conference in this Docket.  At the

prehearing conference, participants were given the opportunity to file comments and reply

comments on the Department's petition.  A summary of the comments filed is provided below.

III.  PARTICIPANTS' COMMENTS

On February 17, 2009, comments were filed by:  CVCAC; Vermont Housing and

Conservation Board ("VHCB"); and Vermont Energy Investment Corporation ("VEIC").  On

February 23, 2009, reply comments were filed by CVCAC and VHCB.
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    1.  VH FA and VHCB responded to the Department's RFP with a joint proposal.

CVCAC expressed its support for the Department's fuel-efficiency petition and explained

why it believes that the Vermont Fuel Efficiency Partnership is positioned to immediately

execute fuel-efficiency activities.  CVCAC stated that its proposal targets four areas for direct

services:  multi-family housing; lower-income households (60% to 80% of median income);

working lower-income households (80% to 100% of median income); and family farm

businesses.  CVCAC stated that seventy-five percent of the RGGI funds are designed to support

projects in these four project categories, with the remaining twenty-five percent of funds aimed at

educating consumers, training professionals in related fields, and establishing a basic level of

technology, communications, and administrative infrastructure.  CVCAC also indicated that a

performance incentive of 2.99% is included in its proposal and the specific terms are currently

being negotiated with the Department. 

VHCB stated in its comments that it has begun a dialogue with the Vermont Housing

Finance Agency ("VHFA"), CVCAC, and VEIC to develop a partnership around RGGI funding.1 

The partnership is focused on developing agreement on the scope of fuel-efficiency activities to

be undertaken with RGGI and other funding sources, and identifying potential overlap among

entities providing energy efficiency activities.  In addition, VHCB stated that the partnership will

examine how RGGI funds can be blended with other funding sources, including opportunities for

refinancing in order to maximize private-sector investment.  VHCB also indicated that the

partnership is discussing a governance and reporting structure that can benefit all members. 

VEIC commented that there should be a high level of integration and coordination among

fuel-efficiency service providers in order to maximize operational and administrative efficiency,

while minimizing potential customer and marketplace confusion.  In particular, VEIC

recommended the coordination of fuel-efficiency services that are implemented with RGGI funds

and those implemented by Efficiency Vermont with Forward Capacity Market (FCM) revenues,

as well as electric-ratepayer-funded efficiency services.  To that end, VEIC provided suggestions

for coordination with regard to:  marketing; outreach and business development; eligibility

requirements; customer service; data tracking; reporting; and program evaluation.  VEIC also

recommended that the contract performance indicators be analogous to those in the Efficiency
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Vermont contract and that they be consistent for all fuel-efficiency services.  In addition, VEIC

expressed concerns that the fuel-efficiency program be designed and implemented to ensure fair

competition takes place for the provision of services, given the dual roles of CVCAC and its

subcontracting partners as both program administrators and service providers.

In its reply comments, CVCAC stated that it has signed a memorandum of understanding

with VEIC and VHCB outlining a Statement of Principles and Framework for cooperation in

integrating the delivery of RGGI-funded services.  CVCAC stated that it agrees in principle to

the points that VEIC made regarding integration, but the Department's RFP did not require many

of these aspects, and therefore CVCAC's proposed budget did not include VEIC's suggestions.

VHCB stated in its reply comments that it has agreed to a set of principles and a

framework for assisting in identification of properties eligible for the programs.  VHCB also

questions whether the current cost-effectiveness screening tool is appropriate for the proposed

programs, and states that it is working with CVCAC and other partners to address this issue.

IV.  DISCUSSION

Section 235(a) of 30 V.S.A. requires that the Department, after consultation with the

Board and other entities, "solicit and monitor any combination of energy efficiency and

conservation programs, measures, and compensation mechanisms to provide fuel efficiency

services on a statewide basis for Vermont heating or process fuel consumers."  Section 235(a)

further specifies that the program shall include fuel efficiency services that:  (1) produce whole-

building and process-heat efficiency, regardless of the fuel type used; (2) facilitate appropriate

fuel switching; and (3) promote coordination, to the fullest practical extent, with electric

efficiency programs, as well as with low-income weatherization programs and any utility energy

efficiency programs.

Section 235(b) states that, prior to the Department entering a contract with service

providers, the Board:

shall review the programs, measures, and compensation mechanisms selected by
the department to determine whether these programs, measures, and compensation
mechanisms promote the public good.  The board may alter or impose conditions
on any combination of these programs, measures, or compensation mechanisms as
it deems necessary to promote the public good.
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The Department's petition includes information regarding the proposed provider of

efficiency services and some general information regarding the proposed programs, but very little

information regarding the proposed measures and compensation mechanisms.  The statute does

not require the Board to review the selection of a service provider and thus we do not address

that issue.  With respect to the programs proposed by the Department, in the Board's January 23

memorandum, we provided guidance to the Department regarding the Department's RFP.  In that

memorandum, we stated:

While the Department's RFP does not address all the goals of Section 235(d), it
does address some.  The Board believes that the Department's RFP can be a first
step in the process to developing a comprehensive fuel efficiency program. 
Restarting the RFP process at this time would further delay by several months the
implementation of any fuel efficiency program using the RGGI funds. . . .  A
contract period limited to one year would provide the Department with
opportunity to develop a program to address all statutory goals in future years.

The proposed programs promote the public good, but only insofar as this one year of programs is

supplemented in later years by additional programs that address all of the goals of Section 235. 

As we stated in our January 23 memorandum:  "The Department's RFP requests applicants to

address residential weatherization programs, with an emphasis on low-income programs, and the

RFP did not address the statutory goals directed at all Vermonters, including process-fuel

consumers and business customers."  Accordingly, our approval in this Order is for a one-year

contract, and includes the condition that the Department must develop a program that adequately

addresses all of the statutory goals, recognizing the limited funding available, for any future

contracts.  In order to ensure that there is sufficient time to review any future RFP, we condition

this Order on the Department filing a proposed RFP that addresses all of the goals of Section 235

by August 14, 2009.  We require review of the RFP to ensure, at an early stage, that the program

for the following year addresses all of the statutory goals.

While we approve the programs proposed by the Department, as conditioned above, we

find that there is insufficient information regarding the measures and compensation mechanisms

selected by the Department to determine whether these measures and compensation mechanisms

promote the public good.  The Board recognizes that contract negotiations associated with these

types of programs can occur in stages, with the first stage addressing programs and later stages
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addressing measures and compensation mechanisms.  In order to allow these programs to benefit

Vermonters during this heating season, we will allow the Department to begin implementation of

the programs prior to approval of the measures and compensation mechanisms.  However, we

require the Department to file the measures and compensation mechanisms with the Board for

approval, and the Department should be aware that the Board has the authority to alter the

measures and compensation mechanisms, pursuant to Section 235 (b). 

The Board recognizes that the Department is attempting to quickly implement programs

that will benefit Vermonters by helping with heating costs, with limited funds to develop such

programs.  However, the Board is tasked by statute "to determine whether these programs,

measures, and compensation mechanisms promote the public good."  Without further

information on proposed measures and compensation mechanisms, we cannot fulfill this

statutory responsibility.

VEIC and VHCB raised the issue of integrating the Department's efficiency programs

with existing efficiency programs.  Section 235 requires that the Department's proposed fuel

efficiency services coordinate, "to the fullest practical extent," with electric efficiency programs

and low-income weatherization programs.  In addition, the Board, in its contract with VEIC as

the Efficiency Vermont provider, requires VEIC to coordinate with the Department's efficiency

programs.  At this time, there is no indication that there are any impediments to coordination

between the various entities providing energy efficiency programs.  If any problems arise and

cannot be addressed by the entities themselves, the Board will take such actions as are necessary

to ensure that coordination is taking place.

V.  CONCLUSION

We find that the fuel efficiency programs proposed by the Department promote the public

good, with the requirement that the Department file, by August 14, 2009, a proposed RFP that

addresses all of the goals of Section 235.  The Department may begin implementing the programs

it has proposed, however, we direct the Department to file additional information regarding the

proposed measures and compensation mechanisms.
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SO ORDERED.

Dated at Montpelier, Vermont, this    26th           day of   February     , 2009.

 s/ James Volz                                  )
) PUBLIC SERVICE

)
 s/ David C. Coen ) BOARD

)
) OF VERMONT

 s/ John D. Burke )

OFFICE OF THE CLERK

FILED:     February 26, 2009

ATTEST:   s/ Susan M. Hudson                                   
Clerk of the Board

NOTICE TO READERS:  This decision  is subject to revision of technical errors.  Readers are requested to

notify the Clerk of the Board (by e-mail, telephone, or in writing) of any apparent errors, in order that any

necessary corrections may be made.  (E-m ail address: psb.clerk@ state.vt.us)
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